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Abstract.The statistics information by Department of Statistics 
Malaysia and the Ninth Malaysia Plan‟s  indicate that most youth 
group had declared bankrupctcy. As information given, it is showed 
that young Malaysians are not prepared to deal with the 
consequences of having financial crisis.The objectives of this study 
are to identify the level of student university financial literacy and 
financial capability and to analyze the relationship between the 
theory of planned behavior (TPB) factor and financial literacy 
toward financial capability among university student. Using 
description analysis and multiple linear regressions, it is found that 
there is lower level or incapable on the level of financial capability 
among the university students. Furthermore, the attitude, subjective 
norm and perceived behavior which are TBP factor had shown the 
relationship toward the level of financial capability. 
Keywords.Financial Literacy, Financial Capability, Theory of 
Planned Behavior 
1 Introduction 
The increasing number of people declaring bankruptcy among the youth is 
seen as a significant problem to the nation today. According to Nancy 
Syukri, Minister in the Prime Minister‟s Department, the declaration of 
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bankruptcy among Malaysian citizen who aged 25 and below is 
increasingly by 579 individuals on the first six months of 2014. This may 
be due to the poor level of financial literancy among them and at the same 
time having high opportunities of borrowing money and apply for credit 
card at easy. As information given, it is shown that young people are not 
prepared to deal with the consequences of having financial crisis in 
future.Many organizations had given their concern and had started to find 
the resolution which can help people to manage their own financial in 
stable condition.  
Research about financial literacy and financial capability had become 
accepted. Past researcher had agree on by investigating people financial 
literacy and financial capability would be able to more understand the 
crisis that arise from financial problem in order to find out the effective 
solution.[5]defined financial literacy as necessary numerical skills and 
basic economic concepts required for educated, saving and borrowing 
decisions. [4]had made suggestion to studies about financial capability 
instead on focusing in financial literacy. [10]insisted that financial 
capability programs will be able to improve if they consist of modules that 
are planned to change attitudes and behavior as well as enhance knowledge 
and skills.There is no general acknowledged terms of financial capability. 
However, financial capability can be explained as having the knowledge, 
understanding, skills, motivation and confidence in making financial 
decisions which are important to the individual financial conditions. The 
objectives of this study are to identify the level of student university 
financial literacy and financial capability and to analyze the relationship 
between the TPB factor and financial literacy toward financial capability 
among university student. The data use for this study is primary data which 
is obtained from self- administrative questionnaires that distributed 
randomly to 261 students at UTHM. 
2 Literature Review 
The terms financial capability and financial literacy often used within 
many area of the research. However, there is a main conceptual debate 
between definitions of financial literacy and financial capability. The 
difference between literacy and capability is well-known and consider of 
important term to be understand. Financial literacy is likely to focus on 
knowledge of basic financial concepts such as the understanding of interest 
compounding, the difference between nominal and real values, and the 
fundamentals of risk diversification [6]. Financial literacy can be defined 
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as „„a combination of awareness, knowledge, skill, attitude and behaviour 
necessary to make sound financial decisions and ultimately achieve 
individual financial wellbeing‟‟ [2]. 
There is no general acknowledged terms of financial capability. 
However, financial capability can be explained as having the knowledge, 
understanding, skills, motivation and confidence in making financial 
decisions which are important to the individual financial conditions. The 
concept of financial capability has been identify through domains that can 
use to explained on how individual can known to be capable or incapable 
to manage their financial condition. Financial capability can be related to 
other practicable capabilities in order to ensure individuals are able to 
become flexible toward changing circumstances. The National Financial 
Capability Study defines financial capability as various aspects of 
behaviour which is related to how individuals manage their resources and 
make financial decisions. Financial capability is a build that goes further 
than financial literacy which it is not just refer to knowledge or 
understanding of financial concepts, but on how individual can handle 
their property and make financial decisions. On the other hand, financial 
capability has also been defined as the knowledge, ability and opportunity 
to act in ways that achieve a good life opportunities [4]. The term financial 
capability and financial literacy can be well-known according to its 
definition whereby an individual must be more financially literate, 
confident and motivated in order to be financially capable. 
2.1 Measuring the Level of Financial Capability 
Financial capability is becoming more essential to be investigated in order 
to improve an individual‟s financial decisions. Particularly, young people 
had been spot as lacking in their financial understanding and unable to 
develop sufficient personal financial capability. Without basic financial 
skills and understanding, individuals become unaware and not confident 
enough to manage their financial for the future benefits. Unfortunately, 
individuals with deficient in financial capability may at risk of serious 
problem whereby they have inadequate basic budgeting skills, getting into 
large debt, experiencing high levels of stress and anxiety and not be able to 
cope with unexpected worse circumstances. Becoming financially capable 
is really important in order to increasing the financial protection. The 
financial capability approach suggests that children and youth should 
become skilled at financial management and knowledge in order to be 
more capable individual.  
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Financial capability cannot be measured simply by looking at one 
indicator, such as demonstrated knowledge of specific terms or concepts. 
Instead, financial capability consists of multiple aspects of behaviour 
relating to how individuals manage their resources and how they make 
financial decisions. It is a multi-dimensional concept that requires looking 
at individual behaviour from various angles. Basically, most of the studies 
on financial capability are focusing on four key components of financial 
capability which is making ends meet, staying informed, planning ahead 
and choosing products.  
Furthermore, United Kingdom study had employed managing money, 
planning ahead, choosing products, and staying informed as financial 
capability components [3]. The study had use factor analysis in order to get 
the score for each domain independently. The result was found that 
respondents had experienced different in financial difficulties by different 
range of age. [8] extended this definition of financial capability by 
including access to financial services and asset building opportunities. In 
addition, the other countries such as Canada, Ireland and Austria also had 
proposed the financial capability component which is consists of managing 
money, planning ahead, choosing products and staying informed [11]. 
2.2 Measuring the Level of Financial Literacy 
The main problem related with low level of financial literacy is that 
individuals can suffer in financial problems which may result to 
bankruptcy. By having a high level of financial literacy, an individual can 
ensure to place more concern in planning their spending and savings in 
order to achieve an adequate level of financial security. By accessing the 
right information, an individual can analyze and selected appropriate 
decision making in financial matters. [5] defined financial literacy as 
necessary numerical skills and basic economic concepts required for 
educated, saving and borrowing decisions. The financial literacy can be 
known as the most actively researched area around the world.  
2.3 Factors Associated With Financial Capability 
Financial capability is multi-dimensional and it is influenced by a range of 
factors, and while there has been some development of frameworks and 
benchmarks for understanding of actual components and drivers of 
financial capability. The study by [3] had found that the lowest financially 
capable were younger, with children who were struggling on low incomes 
and were disorganized. The next lowest capable groups were low-income, 
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younger, single people, using few products, plus the early middle-aged, 
who used few products and did some planning. 
Defining the components of financial capability is an essential part in 
the method of developing successful policy and programs that will address 
for knowledge improvement and also can have a greater chance of 
changing consumer behaviour. It is argued that financial capability 
programs will improve attitudes and behaviour as well as increase 
knowledge and skills [10]. One of the most widely researched and utilized 
theories of attitude and behaviour is the TPB. The study by [9] had 
identified the relationship between the TPB factors and financial capability 
based on expert interview. The TPB is an extension the Theory of 
Reasoned Action (TRA). The TRA is based on the concept that 
performance of the intention to perform the behaviour and attitudes and 
subjective norm. The TPB extended of TRA whereby included a measure 
of control beliefs and perceived behavioural control. 
There is some evidence to suggest that financial capability had its roots 
in financial literacy but the true origin of the term is not completely clear. 
Some analysis reveals a very complex and inconsistent picture that differ 
both across the components of financial capability and across countries. 
Moreover, while in most instances the correlations between the financial 
literacy score and the financial capability scores were positive.  
3 Methodology 
There is no general measurement for the level of financial capability. 
Usually different country will apply different measurement or baseline to 
determine the level of respondent‟s financial capability [11]. However, 
financial capability may be form as four different domains including 
managing money, planning ahead, choosing products and staying 
informed. 
The statistical technique known as proportion analysis is applied to gain 
a better understanding of the characteristics underlying the range of 
financial capability scales. Each of the domains was treated separately, and 
the mean scale level derived independently. The scale value is used to 
indicate the level of respondent financial capability. High values of scale 
tend to indicate the higher level of each domain. By another words, the 
scale 1 indicate as lowest level, scale 2 for lower level, scale 3 for 
moderate level, scale 4 for high level and scale 5 for highest level. 
Instead of measuring the financial capability, this study is also measure 
the level of respondents financial literacy. Then, the relationship between 
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financial literacy toward financial capability is identified. To measure the 
financial literacy, respondents were exposed to the questions covering 
fundamental concepts of economics and finance expressed in everyday 
life, such as simple calculations about interest rates, inflation, the workings 
of risk diversification, knowledge about bond and stock prices, mortgages. 
Generally, the finding in a variety of other studies shows alike result by 
using the same questions or a sub-set of the questions [6]. There were 5 
items on this scale consists basic knowledge of interest, inflation, bond and 
stock price, risk investment and mortgage. Respondents who answered 
correctly were given 1 point. The total scale ranged from 0 to 5 and the 
higher score indicates higher financial literacy. 
Next, this study utilized the theories of identify the relationship between 
the financial capability and TPB. The TPB factors that are employed 
consists of attitude scale (AS), subjective norms scale (SNS) and perceived 
behavioral control scale (PBCS). The scale will be rate on a 5-point Likert 
scale ranging from 1 (strongly disagree) to 5 (strongly agree) and the 
questions had been modified based on past study. Next, the Pearson 
correlation analysis is employed in order to measure the correlation 
between the TPB factors and financial literacy toward financial capability 
among university student. 
Lastly, multiple regression analysis is used to explain the relationship 
between a dependent variable and a number of independent variables. The 
independent variables are also known as predictor or explanatory 
variables. The model for Multiple Linear Regression can be represented as:  
 
                             
 
where   is called intercept and            are called slopes or 
regression coefficients. The difference between the predicted and the 
actual value of Y is called the error (ε) or can be written as          . 
Then, regression equation can be express as:  
 
                                    
 
whereYi is actual value and ɛi  is the error for the i th observation while 
                 are known constants. The main assumptions for the errors 
ɛi  is that         0 and var (ɛi) =σ
2
 .  The error ɛi  is randomly 
distributed. The predicted value is also denoted by Yi. 
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4 Result and Discussion 
The data is obtained from self-administrative questionnaires that 
distributed randomly to 261 students within UTHM. According to the 
background analysis, it was found that 48.66% of the respondents are male 
and 51.34% female. From the result the highest respondents having age 
range between 24 and 25 years old which is 43.30% followed by 20-23 
years old and above 25 years old which is 27.97% and 28.74% 
respectively. 36.40%  of the respondents are growth within sub urban 
surrounding, 32.56%  are living in urban area and only 31.03% from rural 
area. For education background, most respondent is a Degree student 
(39.85%). Follow by Master and Diploma student which is 32.57% and 
17.63% respectively while 9.91% of respondents are PhD students. 
Furthermore, 43.68 % of respondents are getting their source of income 
from scholarship followed by source of income from loan which is 36.78 
% and only 19.54 % of respondents have source of income from their 
parents. 
4.1 Reliability Analysis 
Firstly, Cronbach‟s Alpha is employ to check reliability of questions. The 
high acceptable value of Cronbach‟s Alpha is equal or greater than 0.70 
[7]. Table 1 indicate that Cronbach‟s Alpha of financial capability, 
attitudes scale, subjective norms scale and perceived behavioral control 
were greater than 0.70. So these variables were reliable and can be used for 
further analysis.  
Table 1. Reliability table  
Variable Cronbach’s Alpha 
Financial Capability 0.701 
Attitudes Scale (AS) 0.772 
Subjective Norms  Scale (SNS) 0.826 
Perceived Behavioral Control  
Scale (PBCS) 
0.855 
4.2 The Level of Financial Capability 
The respondents who having higher value of financial capability domain 
are indicated as respondent who have good financial capability. Based on 
Table 2, majority of respondents have lower financial capability which is 
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76.25% while only 23.75% respondents have  higher capability. The result 
shows that the level of financial capability among respondents is tend to be 
lower level. 
Table 2. The level of financial capability  
 Financial 
Capability 
 High Financial 
Capability 
Lower Financial 
Capability 
Total 
Number of 
Respondents 
62 (23.75%) 199 (76.25%) 261 
(100%) 
 
4.3 The level of Financial Literacy 
The level of respondent‟s financial literacy is measured based on five basic 
question of financial knowledge which consists of interest rates, inflation, 
investment, stock prices, and mortgages. This approach is quiet common to 
the one adopted by [2]. 
Table 3. The level of financial literacy 
Financial     
Literacy 
Lower Financial 
Literacy 
Higher Financial 
Literacy 
Total 
Number of 
Respondents 
131 (50.19%) 130 (49.81%) 261 
(100%) 
 
[1] had indicated that the respondent who can answer more that 3 question 
correctly is literate which means had good financial literacy level.  Table 3 
indicates that there are only slightly different within percentage of 
respondents who had lower and higher financial literacy. The lower 
financial literacy respondents are 50.19% while higher financial literacy 
respondents are 49.81%. As a conclusion, the financial literacy level 
among respondents is within moderate level. 
4.4 Factors Associated with Theory of Planned 
Behaviour and Financial Capability 
This section present the statistical measure of the degree of association 
between each TPB factor scale, taken across the domains weakness area. 
Each number of weakness area of financial capability domains is analyzed 
separately toward the three factors variables of the theory of planned 
behaviour which consists of attitude (AS), subjective norm (SNS) and 
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perceived behaviour control (PBCS). This relationship is monitor 
according to the mean scale value of each TPB factors. High values of 
scale tend to indicate the higher level of each factor. Person correlation 
analysis is use in order to measure the relationship among financial 
capability toward attitude, subjective norms and perceived behaviour 
factors. 
Table 4. Correlation 
 FC AS SNS PBCS 
FC Pearson Correlation 1 .397
**
 .395
**
 .359
**
 
Sig. (2-tailed)  .000 .000 .000 
N 261 261 261 261 
AS Pearson Correlation .397
**
 1 .785
**
 .763
**
 
Sig. (2-tailed) .000  .000 .000 
N 261 261 261 261 
SNS Pearson Correlation .395
**
 .785
**
 1 .758
**
 
Sig. (2-tailed) .000 .000  .000 
N 261 261 261 261 
PBCS Pearson Correlation .359
**
 .763
**
 .758
**
 1 
Sig. (2-tailed) .000 .000 .000  
N 261 261 261 261 
**. Correlation is significant at the 0.01 level (2-tailed). 
 
Result based on Table 4 indicates that financial capability had 
lower correlation with attitude (AS), subjective norms (SNS) and 
perceived behaviour control (PBCS) factors. Meanwhile, the correlation 
between all variables is significant at the level of 0.01. There is positive 
relationship among the factors with financial capability. Overall analysis is 
point out that there is relationship between financial capability level and 
the theory of planned behaviour which consists of attitude, subjective 
norms and perceived behavioural control. It indicates that the respondents 
who had higher level of financial capability will have higher level scale of 
attitude, subjective norms and perceived behaviour level scale. 
Table 5: ANOVA Table 
Model Sum of 
Squares Df 
Mean 
Square F Sig. 
1 Regression 13.073 3 4.358 18.444 .000
a
 
Residual 60.721 257 .236   
Total 73.794 260    
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a. Predictors: (Constant), PBCS, SNS, AS 
b. Dependent Variable: FC 
 
Analysis of variance (ANOVA), a statistical test is used to assess that 
whether all the members of the sample respond in a same manner to 
different factors. In ANOVA test, F is the ratio of variance of group means 
and mean of within group variances. Besides, the value of F must be 
positive. Table 5 shows the value of F statistic is 18.44 and p-value is 
0.000 indicated that the model is suitable and can be fitted to the data. 
Table 6: Model Summary 
Model R R Square Adjusted 
R Square 
Std. Error of 
the Estimate 
dimesion0 1 .421
a
 .177 .168 .48607 
a. Predictors: (Constant), PBCS, SNS, AS 
 
Table 6 presents the coefficient of determination R
2
= 0.177 which 
means that only 17.7% variance in financial capability variable can be 
explained by attitude, subjective norms and perceived behavioural factors. 
It might be due to the biasness in the selection of the sample or missing of 
other important variables. 
Table 7: Coefficients
 
Model Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. 
B Std. Error Beta 
1 (Constant) 1.578 .135  11.686 .000 
AS .138 .070 .199 1.982 .049 
SNS .147 .076 .193 1.935 .054 
PBCS .035 .055 .061 .644 .520 
a. Dependent Variable: FC 
 
 
The regression equation for the financial capability can be written as 
follow: 
 
                                        
 
The result from Table 7 shows that attitude and subjective norms factor 
were significant variables for financial capability. Otherwise, the perceived 
A Letter on Applications of Mathematics and Statistics 2018 
    ISBN XX 
 
62 
 
behavioral factors indicate insignificant variable toward financial 
capability. 
4.5 The Relationship between Financial Literacy and 
Financial Capability 
This section present the statistical measure of factor associated of financial 
literacy level toward financial capability level. Person correlation analysis 
is use in order to measure the relationship among financial capability 
toward financial literacy. 
Table 8: Correlations 
 FC FL 
FC Pearson Correlation 1 -.083 
Sig. (2-tailed)  .181 
N 261 261 
FL Pearson Correlation -.083 1 
Sig. (2-tailed) .181  
N 261 261 
 
Results based on Table 11 indicate that financial capability had no 
significant relationship to financial literacy. Moreover, the result also 
indicated the lowest negative correlation between financial capability and 
financial literacy. It can be conclude that the level financial literacy does 
not have relationship to the level of financial capability. The respondent 
who had lower financial literacy may tend to have higher in financial 
capability. This is due to some respondents who had more capable to have 
good financial capability through the practical, lifestyle and experience. 
Although the respondents had well in financial literacy, however they may 
lack of skill to face the problem within financial crisis. On the other hand, 
financial literacy is important to know well in order to gain more 
understanding within complex financial information.  
5 Conclusion and Recommendation 
As conclusion, there is lower level or incapable on the level of financial 
capability among the university students. Furthermore, the attitude, 
subjective norm and perceived behavior which are TBP factor had shown 
the connection to the level of financial capability. The higher level scale of 
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attitude, subjective norms and perceived behavior level will result to the 
higher level of financial capability. Next, financial literacy among 
university students show the moderate level and there is no relationship 
between the level of financial literacy and the level of financial capability. 
 
As recommendation, the theory of planned behavior seems to have 
connection with financial capability level. This finding should be 
undergoing the further analysis to indicate the point correlation between 
these variables. This factor can be used as indicator to improve the 
financial capability among university students as well as to improve their 
future financial condition. Government and other organization can provide 
appropriate programs which can increase the level of financial capability 
among university student by focusing and understanding student attitude, 
subjective norms and perceived behavior control factors. Lastly, baseline 
survey to measure the level of financial capability should be created in 
order to make it easier application indicator as well as to monitor and 
improve the level of financial capability of university students. 
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